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;-)ear S i t  or K a d a e :  

t i 2  h a v e  cons idcred  your' a p p l i c a t i o n  f o r  r e c o g n i t i o n  of 
e x f a p t i o n  from Pederai i n c o ~ e  t a x  u n d e r  S e c t i o n  5 C r L ( c ) ( 4 )  of 
t h e  I n t e r n a l  K e v o n u e  C o d e  of 1 9 5 4 .  

T h e  i n f o r m a t i o n  s u b e i t t e d  d i s c l a s e s  t h a t  ycri~ weri! i n c o r p o r a t e d  
u n l i v r  t h e  laws s f  t h e  S t a t e  of * * * * * * *   o n  * * * * * *  * * * * * ****. 

Y ~ u r  p r i u o r y  s t s t e d  p u r p o s e  i s  t o  p r ~ v i a e  t . ~ r  c ~ c z i n t c n a a c e ,  
p r c z c r - ; a t i o n ,  3r1C ~ G n i ; l i c t r , ? t  i v e  c o n t r o L  o f  rlre opsn spacn- 
(cr;xirca!i  ares), 3q d  to promote t h z  i ~ e a l t l l ,  s a i e r v  a n d  w s l f a r e  - *  * o t  t!:e rcs i d c u t s  w i c h  i n  t!.ta s u l d i v i s  i.on o r  ********  ********  

7 d 1 i 1 -  h r ~ i c l e s  o f  I n c o r p o r a t i o n  p r o v i d e  t b a :  e v e r y  per so:^ v h o  
is ri l o t  nvner is a r;efi!i)er o f  t h e  A s s o c i a t i o n .  Y o u r  3 y - l a r i s  
a n d  D e c l a r a t i o n  o f  C o v e n a n t s  p r o v i d e  t h a t  tle comx;on a r e a s  a r e  
the p r o p e r t i e s  owned  b y  t h e  Association for t h e  conmon c s e  a n d  
enjoyment of t h e  o v n e r s .  E v e r y  owner shaii h a v e  a r l g h *  a n d  
e n s e t e n c  o f  e v j s y a e n t  i n  a n d  tc t h e  C o m m o n  Arsa w i l i c h  s h a i l .  be 
appurtenant t o  an&  hall p a s s  w i t h  t h e  t i t l e  t o  e v e r y  P o t .  

Y o u  s t a t e  titlac o s i g n  zt t i l e  ***  * *   states: " T h i s  p l? iyg rCJ l~nd  
is f o r  ri le  p r i v t t e  u s e  o f ** * * * * * * * * ******  ! ? e r i 4 z n t s  and 
C u r s  t s  . " Y o u  a l s o  s t a t e  t h a t  y o u r  coamon  a r z s s  d r e  f o r  t n e  u s e  
and ert jo:imeni. o f  L h 2  Assoc  i : 3 t  i o n  iaeriiber f i l m i l .  ies, t1:ejr 
a ; i c e n d c r l  r ' n n i l i s s ,  re:lcer.s 2 n d  t h e i r  f a r i i l i e ~ ,  a n d  g u e s t s .  

7. Your incone i s  I'ron rnecibrr d u e s  a n d  i n r e r c s c .  ~ x p ~ _ r i d i . t u r e s ,  
c r e  p r i m a r i l y  i'or i n s u r a n c e ,  ~ n a i n t e n a n c e  c o s t s ,  ancl 
r ~ c r e a t i o n u l  a c t i v i t i e s .  

I n  a d d  irr io; l  t c >  ;.iaikl t e n a n c e  ilc t i v i t e s  , : J O G  h o l d  **   p i c : l r . : ; .  f o r  
y o u r  rnc?u~i;er~;  . ; L , c ~ I  year, and s p a n s ~ t :  and p u b  I. ic i z; zr, ann.<-a:L 
g a r a y , c / y r t r d  s o l e  i o r  ;.olir member!:, r o  w h i c h  t h e  p u b l i . 2  i s  
i n v i r d d ,  ( n e u b e r s  L e a p  t i le  p r o c e e d s  oi t h e i r  s o l z s .  ) 
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S e c ~ i o n  50:  ( c ) ( 4 )  o f  t i-LC C O C ! ~  p r o v i d e s  f o r  t h e  r n c c g u i t i s n  o f  
~ > : e ~ p t i c n  o f  c i v i c  l e a ~ , u a s  o r  o r g a n i z s  t i - o i ~ s  n..gt o r c a n  ized :or 
? r o t i t  b u t  o p e r a t e d  e x c l u s i v e l y  f a r  t h e  p r o m o t i . s n  of s o c i a l  
oeifsre. 

s e c t i o n  1 . 5 i i l ( c ) ( 4 1 - 1  ( a ) ( 2 ) 1 1 )  o f  t h e  T ~ c o m e  la:? R ; . g u i a t i o n s  
p r u v i d s c  t h a t  a n  o r g a q i z n t i o n  i . ~ .  u p e r a t a d  e x c ? u s i v c l y  E G ~  t h e  
g r o ~ o t i o n  o f  s o c i a l  w e l f a r e  i i  i t  i s  p r i i s a r i l y  engaged  i n  
p r o ~ o t i n g  ia E o n e  w a g  tJ,o common good  anci z c t > e r a l  v a l f a r *  o f  
t h e  p e o p l e  o f  t h e  c o n a u n i t y .  An o r g a n L z a t i o n  e m b r a c e d  v i t h i n  
t h i s  S e c t i o n  i s  o n e  w ' n i c h  i s  o p e r a t e d  for t h e  p u r p o s e  o f  
b r i n g i n g  a b o u t  c i v i c  betterments and  s o c i a l  i n i p r o v + m e n t s .  

i i e v e u u e  I t u l i n p ,  4 9 - 2 8 . 0 ,  p u b 1  ished i n  I n t e r n a l  R e v e n u e  
C u m u l a t i v e  B u l l e t i n  1 4 5 9 - 1 ,  p s g e  1 5 2  h o l d s  t h a t  a n o n - p r o f i t  
c o r p o r a t i o n  f o r m e d  f o r  t h e  pclrposc? o f  p r o v i d  i t , g  ~ p e c  F r i e d  
s e r v i c z s  f o r  t i l e  horrreotrnt?rs i n  z h s u z i n ~  d e v e l o p c : c n t  i s  n o t  
e x e m p t  a s  a S U i  j c ) ( 4 )  s o c i a l  1 . 7 e l i n r e  o l - g a n i z a ~ i o n .  A 
yttirctiacrr o f  a r i n i t  i n  tl-ie h o u s i n g  d e v e l o p m e i i t  ? a s  r e q u i r e l  t.0 

bccone a member. The . z ~ r p . n a i z a t i o n  %.!as s u p p o r t e Q  e n t i r e l y  b y  
n n n u a  1 c iu&s  c i ~ o r ~ < e d  r - r e m b e r s .  1 ~ 1  w a s  d a ~ a r r 1 i t 1 r r ' .  r_?ist t h e  
o r s a n  i z a t  ion w a e  p e r  f o r m i n g  s e r l : i c e s  t h a t  i t s  ~ e n b z r s  wou lri 
o t h e r w i s e  I.1av2 to p r o v i d e  f o r  : i?ents- lve,n and r h z t  t h e  
o r g a n  i a a r i o c  was a r i e r a  t e d  p r i n l a r i l y  F o r  i:he p r i r . 6  t c  b e n e f ;  t o f  
ne rnbe r s .  

R e v e n u e  R u l i n g  1 2 - 1 0 ? ,  1 9 7 2 - 1  C . B . ,  p a g e  1 4 9 ,  s t a t e s  t h a t  n 
n o n - p r o f i t  o r g a n i z a t i o n  formed t o  p r e u a r v e  tibe a p p e a r a n c e  o f  a 
housing d e v e l o p n l e n t  a n d  to m a i n t a i n  s t r e e t s ,  ~ i d e r r a l k s  a n d  
c o m m o n  a r e a s  for u s e  o f  t h e  r e s i d e n t s  i s  e x - e ~ p t  under  Scccion 
5 0 1  ( c ) ( 4 )  o f  t h e  Code. ?+!e rnb? r sh ip  i s  r e q u i . r e d  o f  a! 1 o v n e r ~  
o r  r a a l  p r o p e r t y  I n  r 5 e  d c : : e i o ~ c ; c n :  a n d  a s s e s ? i i : ? n r 6  a r e  l a v i s d  
to su::port  t h e  o r g a n  i : r .at  i c u '  2 e c t i % ! i t i e c .  Ir: v s r  C:;zt 5 y  . .  - 
n ~ c i i ; ~ t u j . r . i n p  t h e  p r o p e r t y  n o r r . l a i : p  r r : z i r 1 t a i n e t j  I J : ~  a - c , 3 t -  '. .... L C  A ~ Z  ! 

g o u c r r , r ; ! e n l ,  t l l a  r?r.:,.an i z a t  iartr. c e r v c r l  t j t c  coinnnr: g o o d  a n d  
;.;?nerei r ae l f i i r e  o t  c!le p e o p l e  o f  t!i< coo!n!uait:~. 

2 c v e n u e  F I u l i n g  7 4 - 9 9 ,  1 9 7 4 - 1  C.B., p a g e  1 3 1 ,  ~ i i o d i f i e d  Revenue 
Will ing  7 2 - 1 0 2  b y  s t a t i n 3  g u i d e l i n z s  u n d e r  r ; 'n ich  a t~orneown;l~-s 
a s s o c i a t i o n  c o u l d  c t u a l i  f y  f o r  e x e m p t  i c n  u n d e r  S e c t i o n  
5 ( i l ( c ) C 4 )  o f  t h e  Corte. T h e s e  g u i d e l i n e s  a r c :  

1 .  T i l e  o r y a u i z e t l c . n  ~ l u s l :  s e r v i c e  a " ~ o ~ ~ r ~ u n i t ; i "  ~ ~ I - ~ i c l i  
b a a r e  N r c n s o n n b ? r i ,  rt?co:;o i z n b ! c i  r e l a t i o r i s i r  i o  to an 
a r e a  or i l  i : ~ a r i . l y  i d ~ n t i f i e d  a:, a g o v e r r ~ m e c l t a l  u n i t ;  

2 .  X t  m u t t  n o t  c o n d u c t  a c t i v i t e s  d i r s c t s d  t o  t h e  e x t * x i o r  
m e i n  t e n s n c e  o r  p r i v a t e  residences; a n d  



3 .  T h e  comrr;oi; a r e a c .  s r  f s c i l i t i s r ;  nu r r  1;? f c r  t h e  u s e  and 
e n j a y m e n :  of t5:e g e n c r e l  p u b l i c .  

T h i s  r u l i n g  s t e t e s  r h z c  a c o m a u n i  t y ,  w i t h i 1 1  the  m e a n i n g  o f  
S e c t i o n  5 0 1 ( c ) ( b )  o f  t h e  Code end t h e  regulations, ". .. i s  n o t  

+ - 
s i m p l y  a n  a g ~ r e g a c  i o n  o: t i n m e o w n e r s  b 0 1 . n ~  t o g e t h e r  i n  a 
s ' ; r u c t u r e d  i ~ n i z  fcrrrrei, a c  an i n t i ? s . i a l  p a r t :  o f  n p l a n  f o r  t h e  
d ? i : e l ~ p ~ i e n t  of a r e a l  e s r a t c  s c . b d i v i . s j o n  znc! t1l.r: s a l e  acd 

.. - I 1  p u r c h a ~ ~  o i  i!oines t h e r ~ i n .  

Revenue  R u l i n g  7 4 - 9 9  s t a t e s  t h a c  Kcvenue  2 u l i n g  7 2 - 1 0 2  Is.. .was 
intended o n l y  t o  a p p r o v e  o w n e r s h i p  and maintenance by a 
homeowners' a s s o c i a t i o n  of s u c h  a r e a s  a s  roadways  a n d  
p a r k l a n d s ,  s i d e w a l k s  a a d  s t r e e t  l i g h t s ,  a c c e s s  t o ,  o r  t h e  u s e  
and e n  j o y m c i l r  of w i l i c h  i s  e x t e n d c c i  c n  m e m b e r s  of the  v . ; ? n e r a l  
p u 3 l i c ,  a s  d i s t i n g u i s h e d  iron c o n t r o l l e d  v o e  o r  a c c e s : ~  
r e c t r i c r e d  to t11c m e m b e r s  o f  t h e  n o m e o v n ~ r s '  a s e o c i n c i o n . .  ." 
'z'o:lr corir.;on a r e a s  a r e  nnt. opert For t h e  eni? and en+io;ruicn: o i  
t h e  ! ;enera1  p u b l i c .  i i l l  o f  y o u r  a c t i v i ~ i e s  .?.re cc)~ l r?uc;ed f o r  

&J t h e  b e n c i i t  m e c b e r c ,  n o t  f o r  a p u h L i c  p u r p o s e .  T h e r ; ? i a r ? ,  you 
i!o n o t  ( i ~ ~ a l i f y  ;or e:..~.:.,pt:on i r a r d  F ~ d e r ~ ? 1  i n c o ~ q e  t e r  a5 a n  
a r g a r \ i x ; l l h i . o n  d o s c r i l . ) c i !  i n  I i e c t i o n  5 8 1  ( c ) ( & )  a f  t l i a  C o d e .  

B s s e J  o : ~  t : ~ c :  in F a r r r : a t i o r ;  r u b n i t z e d ,  e x c n t p t  s t n t u s  v i  i l  n o t  b e  
recognized crr lder  a n y  r e l a r e d  p a r a v r a p h  of C o d e  S e c t i o n  5 0 1 ( c ) .  

U n t i l  you jtave establisked an exempr s t a t ~ i s ,  y d u  a r e  q o t  
r e l i e v e d  o f  t I l s  r C q u i r + m e n t  r '3r f i l i n g  F e d e r a l  i n c o n e  t a x  
r e t u r n s .  

Y o u r  a t t e n t i o n  i.r8 c a l l e d  L o  S e c t i o n  5 2 2  of t h e  J n t e r n a l  
l i e v e n u e  Coc tc  v h i c h  wait ad r l ad  b y  t , ~ r .  T a i ;  R.ei:orrj: I L c t  o :  !.376. 
T i t i s  S Y C  L . ~ . L J ~ I  p r o v i d e c :  t l ~ l ; t ,  i n  c c r t a i n  c i r c u i . ! r : t n n c e c ,  ~i . . 
1 7 0 1 1 - € . : r ( : Z T ~ ? t  !19;liei)PCi'r1S T r 5 S , 5 C i B ' , 1 0 E  b?,.?:: 221-2~1: 1:Ui; C;: k.? ? ~ ; ( ? d  
a:] ice. "cx5r:;p:: f u n c t i o r :  ir:cc)l::f" vp. l : i c j -r  i n c l u d e s  m;:rr ; ler : - , t ! i .~  
ciiles, ;c?:, O P  a t . s ~ . ' ; ~ i : : ~ z n : : i ;  F r o n  07.;n?~.s of r e a i  p?-.)pert : . . .  '?;I? 

-7 elect i.oii i :j r . ;ede b y  1 o r  2 .  'I C y o u  Z e t e r c i n - .  t h a t  
y o u r  i>r;;.iin i z s c i o n  i . l t ; a i i r ' i e t :  u n d e r  S e c t i c ~ n  5 2 3 ,  y o u  nay ' i i ~ c ?  i t  
b e n e f i c  i e !  to mnke t h i s  e l e c t i o n .  



T. E y o u  d o  nor;  ac:Lipt o u r  T l n d i ~ ~ g s ,  ~~e r e c o r ~ n r a n d  r i la :  yo0 
r ; i q t e s t  3 C C ) ~ L ? : ~ ~ ~ P C C  w i i h  a i ; icn\Ler  sf o u r  X e g i o o a l  O f f i c *  o f  
A p p e n i s .  Y o u r  r e q u e s t  f o r  a c o n f e r e n c e  s h u u l d  i n c i u d e  a 
w r i t t e n  a p p e a l  r i v i . a ~  t i ? e  f a c t s ,  l a w ,  a n d  a n y  o r h e r  
i r ? f o r m s t i o n  to s u p p o r :  your p o s i t i o n  a s  e x p l a i n e d  i n  the  
e n c i o e ~ d  P u b l i c n t i o n  2 9 2 .  Y o u  w i l l  t h e n  b e  c o n t a c t p i  t o  
a r r a n ~ c  a d a t e  f o r  a c o n f e r e n c e .  T h e  c o n f e r e n c e  n a y  b c  h e l d  
r t  the C e g i o n a i  O ? f  i c e  o r ,  i f  y o u  r e q u e s t ,  a r  a n y  ~ r . u t u a i l y  
c r j n v e 1 , i c i : l t  D i s t r i c t  o i i i c e .  T f  w e  do not. h e a r  Ero~ri y o u  r l i t l ~ i n  
30  d a y s  o f  t h e  d a t e  o f  t h i s  l s t t e r ,  c h i c  d c t e r m i n a c i o n  w i l l  
b e c o m e  E i a a l .  

S i n c e r e l y  y o u r s ,  

*****  *** * * *   
D i c r r i c t  I ) i r i . c t a r  

Z n c l ~ s u r e :  P u b l i c a t i o n  2 9 2  


